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OATH OR AFFIRMATION

Maureen D. Howley , swear (or affirm) that, to the best of

my knowledge and belief, the accompanying financial statements and supporting schedules pertaining to the firm of

Kenmar Securities, Inc.

of

, a8

December 31 ,20__ 07 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

MARY KATHLEEN FOYNES GAZA W

Notary Public, State of New York Signature
No. 02GAB012130
Qualified in Westchester Coun MAUREEN D. HOWLEY
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Notéfy Public

his report** contains (check all applicable boxes):

Facing page.

Statement of Financial Condition.

Statement of Income (Loss).

Statement of Cash Flows,

Statement of Changes in Stockholders® Equity or Pariners” or Sole Proprietor’s Capital,

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Information Relating to the Possessien or Control Requirements Under Rule 15¢3-3.

A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

An Qath or Affirmation.

{m) A copy of the SIPC Supplemental Report.
A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR'S REPORT

To the Stockholder of
Kenmar Securities, Inc.

We have audited the accompanying statement of financial condition of Kenmar Securities, Inc. (the Company) as of
December 31, 2007, and the related statements of operations, changes in siockholder’s equity and cash flows for the year then
ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934 and pursuant to Regulation 1.10 under
the Commodity Exchange Act. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control over financial reporting. Accordingty, we express no such opinion. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overal] financial statement
presentation, We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Kenmar
Securities, Inc. as of December 31, 2007, and the results of its operations and its cash flows for the year then ended, in conformity
with accounting principles generally accepted in the United States of America.

As discussed in Note 7. to the financial statements, the United States Securities and Exchange Commission is reviewing World
Monitor Trust 1II’s accounting for offering costs, the final outcome of which may result in the reduction of previously reported
revenues of the Company relative to its fees and commissions earmned from World Monitor Trust III. The Company cannot
determine when this matter will be resolved and what, if any, impact it will ultimately have on the Comparny.

Also as discussed in the notes to the financial statements, Kenmar Securities, Inc. is a wholly-owned subsidiary and a member of
a group of affiliated compantes and, as described in the financial statements and notes thereto, has extensive transactions and
relationships with members of the group.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information contained on pages 9 through 13 is presented for purposes of additional analysis and is not a required part of the basic
financial statements. The computation of net capital and computation for determination of reserve requirements and information
relating to possession or control requirements is supplementary information required by rule 17a-5 under the Securities Exchange
Act of 1934. The computation of the minimum capital requirements is supplementary information required by regulations of the
Commodity Futures Trading Commission, The NFA supplemental schedule-1B is supplementary information required by the
rules of the National Futures Association, Such information has been subjected to the auditing procedures applied in the audit of
the basic financial staternents and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

At F BT A it L1

Hunt Valtey, Maryland
February 22, 2008




KENMAR SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
December 31, 2007

ASSETS
Cash and cash equivalents $ 696,962
Service fees, sales commissions and redemption fees receivable 196,884
Prepaid expenses 31,261
Other assets 20,464
Total assets 45,571
LIABILITIES
Commissions payable $ 167,141
Accrued expenses 20,300
Total liabilities 187.441

STOCKHOLDER’S EQUITY
Common stock — $.10 par value;
1,000 shares authorized; 100

shares issued and outstanding 10
Retained earnings 758,120
Total stockholder’s equity 758,130

Total liabilities and stockholder’s equity 45,571

See accompanying notes.
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KENMAR SECURITIES, INC.
STATEMENT OF OPERATIONS
For the Year Ended December 31, 2007

REVENUE
Service fees, sales commissions and redemption fees $2,174,932
Miscellaneous income 35,000
Selling agent fees 19,000
Interest income 18,599
Other income 5,610
Total revenue 2.253.141
EXPENSES
Commissions 1,464,137
Regulatory and license fees 46,986
Professional fees 32,351
Other expenses 38,523
Total expenses 1,581,997
NET INCOME $ 671,144

See accompanying notes.
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STATEMENT OF CHANGES IN STOCKHOLDER'’S EQUITY

Balance at
December 31, 2006

Net income for the year ended
December 31, 2007

Capital distributions

Balance at
December 31, 2007

KENMAR SECURITIES, INC.

For the Year Ended December 31, 2007

Common
Stock

$ 10

0
§ 10

Additional
Paid-in Retamed
Capital Eamings
$703418 $ 283,558
0 671,144
(703.418) (196,582)
$ 0 $ 758,120

See accompanying notes.
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Total

$ 986,986

671,144
(900.,000)

$ 758,130



KENMAR SECURITIES, INC.
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2007

Cash flows from (for) operating activities:
Net income
Adjustments to reconcile net income to
net increase in cash and cash equivalents:
Changes in assets and liabilities:
Increase in service fees, sales
commissions and redemption fees receivable
Decrease in accrued expenses
Increase in other assets
Decrease in prepaid expenses
Increase in commissions payable

Net cash used for operating activitics

Cash flows (for) financing activities
Capital distributions

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See accompanying notes.
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§ 671,144

(194,660)

(6,451)

(10,927)
10,331
17.589

487.026

(900,000
(412,974)

1,109.936
$ 696,962




Note 1.

Note 2.

KENMAR SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

GENERAL DESCRIPTION OF THE COMPANY AND SIGNIFICANT ACCOUNTING POLICIES

A,

General

Kenmar Securities, Inc. (the Company) is a Delaware corpoeration and is a wholly-owned subsidiary
of Kenmar Holdings Inc. (the Parent), which is wholly owned by Kenmar Group, Inc. (KGI). The
Company’s two sole directors are the sole and equal stockholders of KGI.

The Company is a member of the Financial Industry Regulatory Authority (FINRA), formerly the
National Association of Securities Dealers, Inc. (NASD), and an Independent Introducing Broker,
registered with the Commodity Futures Trading Commission (CFTC). The Company is in the
business of offering and selling securities of commeodity pools operated by affiliated companies. The
Company also acts as a selling agent for unaffiliated commadity pools. The Company does not
carry custorner accounts, hold funds or securities for, or owe money to, customers.

Method of Reporting

The Company’s financial statements are presented in conformity with accounting principles
generally accepted in the United States of America, which require the use of certain estimates made
by the Company’s management.

Cash and Cash Equivalents

Cash and cash equivalents include all cash and money market account balances. The Company
maintains its cash and cash equivalents with one financial institution. In the event of a financial
institution’s insolvency, the Company’s recovery of cash and cash equivalent balances on deposit
may be limited to account insurance or other protection afforded such deposits.

Revenue Recognition

The Company earns sales commissions, service fees and redemption fees from affiliated commeodity
pools. The Company also receives Selling Agent fees for acting as a Selling Agent of unaffiliated
commodity pools. Revenue is recognized as income when earned.

Income Taxes

The Company has elected S Corporation status, pursuant to which the Company does not pay U.S.
Corporate or state income tax on its taxable income. Instead, the ultimate stockholders of the
Company are liable for individual income tax on their share of the Company’s taxable income.

Effective January 1, 2007, the Company adopted Financial Accounting Standards Board
Interpretation No. 48 (FIN 48) entitled “Accounting For Uncertainty in Income Taxes - an
interpretation of FASB Statement No. 109.” FIN 48 prescribes the minimum recognition threshold a
tax position must meet in connection with accounting for uncertainties in income tax positions taken
or expecied to be taken by an entity before being measured and recognized in the financial
statements. The adoption of FIN 48 had no impact on the Company’s financial statements.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC rule
15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. The Company is also subject to the
net capital provisions of regulation 1.17 under the Commodity Exchange Act which requires that the
Company maintain minimum net capital of $45,000. At December 31, 2007, the Company had adjusted
net capital of $716,317, which was $671,317 in excess of its required net capital of $45,000. The
Company’s ratio of aggregate indebtedness to net capital was 0.26 to 1.

-6-




Note 3,

Note 4.

Note 5

KENMAR SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SERVICE FEES, SALES COMMISSIONS, REDEMPTION FEES AND COMMISSION EXPENSE

The Company acts as the Selling Agent for World Monitor Trust III (the “Trust”). The Managing
Owner of the Trust is Preferred Investment Solutions Corp. (Preferred), another subsidiary of the
Parent. The Trust originally consisted of four separate and distinct series (the “Series”) and each Series
is initially divided into two classes: Class I Units and Class IT Units. The Class I and Class II Units are
identical except for the applicable service fee charged to each Class. The Company receives service
fees with respect to the Class I Units, monthly in armrears, equal to 1/12 of 2% (2% per annum) of the
Net Asset Value of the outstanding Class I Units as of the beginning of the month. The Company also
receives redemption fees of up to 2% of the Net Asset Value of Class I Units redeemed prior to the first
anniversary of their purchase. The Company is responsible for paving all commissions owing to the
correspondent selling agents, who are entitled to receive from the Company an initial commission equal
to 2% of the initial Net Asset Value of the outstanding units of each Class I Unit sold by them, payable
on the date such Class I Units are purchased. Commencing with the 13" month after the purchase of a
Class I Unit, correspondent selling agents receive an ongoing monthly commission equal to 1/12 of 2%
(2% per annum) of the Net Asset Value of the outstanding units as of the beginning of each month.
Service fees and redemption fees received by the Company under this arrangement amount to
$1,407,639 and $4,606, respectively, for the year ended December 31, 2007.

The Company also receives from the Trust a monthly sales commission equal to 1/12 of 1% (1%
annually) of the Net Asset Value of the outstanding units as of the beginning of each month. Sales
commissions carned by the Company were $762,687 for the year ended December 31, 2007.

Effective April 30, 2007, two of the Series terminated trading and the Company ceased receiving any fees
and paying any service fees or commissions on the assets in the terminated Series. Effective December 31,
2007, another one of the Series terminated trading and the Company ceased receiving any fees and paying
any service fees or commissions on the assets in the terminated Series.

RELATED PARTY TRANSACTIONS

Effective July 1, 2006, the Company entered into a Services, Space Sharing and Expense Agreement
(“Expense Agreement”) with KGI. Under the terms of the Expense Agreement, KGI agrees to make
available to the Company Support Services and Support Personnel (as defined in the agreement). KGI will
pay the associated costs of the Support Personnel and any related Support Services costs including but not
limited to salaries and employee benefits of the Support Personnel, rent and utilities related to the
Company, travel and entertainment expenses and any other operating expense not directly related to the
Company. The Company will pay all expenses related directly to its operations including but not limited
to sales commissions to regisiered personnel, licensing, registration and examination fees, continuing
education costs, audit fees, legal fees and any expense to an outside vendor with which the Company has
contracted directly. Commissions paid to officers of the Company amounted to $310,657 for the year
ended December 31, 2007.

See Note 3. with regards to service fees, sales commissions and redemption fees from related parties.

MISCELLANEQUS INCOME

In August 2007, the Company received a one-time special payment of $35,000 from FINRA as a
benefit of the consolidation of the NASD and New York Stock Exchange Member Regulation. This
special payment is reflected as miscellaneous income in the Company’s statement of operations.




Note 6.

Note 7.

Note 8.

KENMAR SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

GUARANTEES

Effective December 7, 2005, KGI entered into a master lease agreement to lease office fumiture and
computer equipment. The lease payments are guaranteed by the Company, the Parent, Preferred and
Kenmar Investment Adviser LLC. The total guaranteed future minimum lease payments required by
this capital lease are as follows:

Year ending December 31

2008 $242,721
2009 170,021
2010 170,021
2011 14.165

$596,928

In the normal course of business, the Company enters into contracts and agreements that contain a variety
of representations and warranties and which provide general indemnifications. The Company’s maximum
exposure under these arrangements is unknown, as this would involve future claims that may be made
against the Company that have not yet occurred. The Company expects the risk of any future obligation
under these indemnifications to be remote.

CONTINGENCY

The United States Securities and Exchange Commission (SEC) is reviewing World Monitor Trust I1I’s
accounting for offering costs. While the final outcome of this review by the SEC is currently uncertain,
there is a possibility that the SEC will require revisions to the Trust’s accounting for offering costs
which may result in reductions to the Trust’s previously reported Net Asset Values. As described in
Note 3., the Company receives fees and commissions from the Trust which are based on the Trust’s Net
Asset Value. Therefore, any possible reductions of previously reported Net Asset Values could result
in the reduction of previously reported revenues of the Company relative to its fees and commissions
earned from the Trust.

The Company currently estimates the maximum potential adjustment to its previously reported
revenues to be approximately $78,000 through December 31, 2007. At December 31, 2007, the
Company has excess net capital of $671,317, and at February 22, 2008, the Company has excess net
capital of approximately $276,000. The Company’s regulatory net capital would continue to be
sufficient should the Company have to adjust its previously reported fees and commissions earned from
the Trust.

At February 22, 2008, the Company cannot determine when this matter will be resolved and what, if
any, impact it will ultimately have on the Company. Given the significant uncertainty as to the
probability and amount of any possible adjustments which might be necessary to the Company’s
financial statements, no adjustments have been reflected in the financial statements.

SUBSEQUENT EVENT
In February 2008, the Company distributed $475,000 to the Parent.
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COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2007

KENMAR SECURITIES, INC.

Total stockholder’s equity $758,130
Deduct items not allowable for net capital
Non-allowable assets (37,457)
Haircuts on securities (4,356)
| Net capital 716,31
| Minimum net capital required —- 6 2/3% of aggregate indebtedness 12,4
(Note 1, below)
Ir Minimum regulatory dollar net capital requirement $ 45000
| Net capital shown above $716,317
Minimum net capital requirement 45.000
| Excess net capital $671,317
[ Total aggregate indebtedness (total liabilities) $187.441
i Percentage of aggregate indebtedness to net capital 26 %

Statement Pursuant to Paragraph (d) of Rule 17a-5:

The computation of net capital and required net capital stated above, agrees with the Kenmar Securities, Inc.
computation of net capital and required net capital from the December 31, 2007 Unaudited Financial and Operational
Combined Uniform Single Report (FOCUS I A).

Note 1 — Computation of Aggregate Indebtedness
Total aggregate indebtedness at December 31, 2007 is as follows:

Total liabilities $187,441
Less indebtedness adequately

collateralized by securities 0
Aggregate indebtedness $187.441




KENMAR SECURITIES, INC.
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
\ UNDER RULE 15¢3-3 AND INFORMATION RELATING TO
POSSESSION OR CONTROL REQUIREMENTS UNDER RULE 15¢3-3
December 31, 2007

The Company does not file information in accordance with Rule 15¢3-3 as it is a broker-dealer which
carries no margin accounts, promptly transmits all customer funds received in connection with its activities,
and does not hold funds or securities for, or owe money to, customers. Therefore, Kenmar Securities, Inc.
claims the k(2)(i) exemption in relation to Rule 15¢3-3.
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KENMAR SECURITIES, INC.
COMPUTATION OF MINIMUM CAPITAL
REQUIREMENTS UNDER REGULATION 1.17
OF THE COMMODITY FUTURES TRADING COMMISSION

December 31, 2007

Total stockholder’s equity $758,130
Deduct items not allowable for net capital

Non-allowable assets (37,457
Haircuts on securities (4.356)
Net capital $716,317
Minimum regulatory dollar net capital requirement $ 45,000
Net capital shown above $716,317
Minimum capital requirernent 45,000
Excess net capital $671,317

Statement Pursuant to Paragraph (d)(2)(vi) of Regulation 1.10:

The computation of net capital stated above, agrees with the Kenmar Securities, Inc. computation of net capital from
the December 31, 2007 Unaudited Financial and Operational Combined Uniform Single Report (FOCUS II A).

-11-



NFA

KENMAR SECURITIES, INC.
E.LN. 13-3434713
NFA ID #: 0327366

NFA SUPPLEMENTAL SCHEDULE-IB

This schedule provides additional information and calculations which are required by NFA but are not provided for on the Form 1-FR. All 1Bs (including
securities broker/dealers) must complete Sections A & B. Sections C - F need only be completed if they apply.
Attach additional sheets if the information does not fit in the spaces provided.

ital irt tricti 1 2 3

Seea notes below Minimum Capital Requirement Equity Withdrawal Restriction  Suspended Repayment Restriction
A Minimum dollar amount 345,000 554,000 $54,000
B Calculation based on branch offices

Number of branch offices = x $6,000 = $6,000 x 57,200 = $7.200 % $7,200 = $7.200
C Calculation based on associated persons

Number of associated persons = x $3,000 = $27.,000 x$3,600= $32,400 % $3.600 = $32,400
D Securities broker/dealers per SEC 15¢3-1

$5,000 NIA N/A
Enter the greatest of A- D $45 000 $54.,000 $54,000

+ Subordinated debt maturing in
next 6 mos.

0
+ Expected capital withdrawals
in next 6 mos.
Total | $54,000

+ Subordinated debt maturing in
next 6 mos.

Total | $54,000

1 This is the minimum capital requirement. It should be entered on line 15 on the Net Capital Computation of tha 1-FR or the appropriate line on the FOCUS Report.

2 No capital may be withdrawn from the IB and no unsecured loans may be made if it would cause Adjusted Net Capital to fall below this amount,
3 Subordinated debt may not be repaid if it would cause Adjusted Net Capital to fall below this amount.

B) Equity Capital Ratio

Equity capital must be at least 30% of the required fotal shown here.

Ownership equity

+ Qualifying subordinated debt

= Equity Capital

Equity Capital / Required Total

Ownership equity $758,130

$758,130 + Total subordinated debt 0
1] - Excess net capital 671,318
$758,130 = Required total $86,812

873.30%

{continued)

See accompanying notes to financial statements.
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C) Current Receivables (Balance Sheet Line 7)

Receivables may only be classified as current to the extent that the market value of any collateral less applicable charge exceeds the amount of the receivable.

Receivable Collateral Non-current
Amount Description Market Value Charge* Net Receivable
- NOT APPLICABLE -

* - 5% if collateral is hedged but not registered as deliverable; 20% if unhedged.

| D) Advances Paid on Cash Commaodities (Net Capital Computation Line 5)
i Any amaounts paid prior to receiving a commadity which exceed 95% of the market value of the commodity must be shown as a charge against capital.

| Advance Collateral Capital
Amount Description Market Value Charge Net Charge

- NOT APPLICABLE - 95%

95%

95%

95%

E} Inventory/Fixed Price Commitments/Forward Contracts (Net Capital Computation Line 5)

A charge must be taken against any inventory, fixed price commitments, or forward contracts as follows

0%-Inventory hedged and registered as deliverable 10%-Hedged fixed price commitments & forward contracts
5%-Inventory hedged but not registered as deliverable 20%-Unhedged inventory, fixed price commitments, and ferward contracts
' Description { Market Value Charge % Charge Amounl
- NOT APPLICABLE -

F} Proprietary Accounts {Net Capital Computation Line 9
A charge must be taken for any trading done by an IB for its own account.
The charge is 150% of the exchange maintenance margin.

No deduction is allowed for equity in the account,

Account Number | Maintenance Margin Charge % Charge Amount
- NOT APPLICABLE - 150%
150%
150%
150%
150%

Attach a listing of all open proprietary positions.

See accompanying notes to financial statements.
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KENMAR SECURITIES, INC.

INDEPENDENT AUDITOR’S REPORT ON
INTERNAL CONTROL
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL

To the Stockholder of
Kenmar Securities, Inc.

In planning and performing our audit of the financial statements and supplementary information of Kenmar
Securities, Inc. (the Company), for the year ended December 31, 2007, we considered its interal control in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the Company’s internal control.

As required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC) and Regulation 1.16 of the
Commodity Futures Trading Commission (CFTC), we have made a study of the practices and procedures followed
by the Company including tests of such practices and procedures that we considered relevant to the objectives stated
in rule 17a-5(g) m making the periodic computations of aggregate indebtedness and net capital under rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3 and to the objectives stated in
Regulation 1.16 in making the periodic computations of the minimum financial requirements pursuant to Regulation
1.17. Because the Company does not carry securities accounts for customers or perform custodial functions relating
to customer securities, we did not review the practices and procedures followed by the Company in any of the
following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin securities of
customers as required by rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining internal control and the practices
and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC’s and CFTC’s above-mentioned objectives. Two of the objectives of internal control
and the practices and procedures are to provide management with reasonable but not absolute assurance that assets
for which the Company has responsibility are safeguarded against loss from unauthorized use or disposition, and that
transactions are executed in accordance with management’s authorization and recorded properly to permit the
preparation of financial statements in conformity with accounting principles generally accepted in the United States
of America. Rule 17a-5(g) and Regulation 1.16 list additional objectives of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred.to above, error or fraud
may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk that
they may become inadequate because of changes in conditions or that the effectiveness of their design and operation
may deteriorate.
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Kenmar Secunties, Inc.

Our censideration of the Company’s internal control would not necessarily disclose all matters in the Company’s
internal control that might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that error or fraud in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However, we noted no matters involving the
Company’s internal control that we consider to be material weaknesses as defined above.

We understand that the practices and procedures that accomplish the objectives referred to in the second paragraph of
this report are considered by the SEC and CFTC to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and the Commodity Exchange Act, respectively, and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices and procedures
were adequate at December 31, 2007, to meet the SEC’s and CFTC’s objectives.

This report s intended solely for the information and use of the stockholder, management, the SEC, the Financial
Industry Regulatory Authority, the CFTC, the National Futures Association and other regulatory agencies that rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, or
Regulation 1.16 of the CFTC in their regulation of registered introducing brokers, and is not intended to be and
should not be used by anyone other than these specified parties.

At F Bl T s JW) LLC

Hunt Valley, Maryland
February 22, 2008
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